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Statement of Financial Position as at 30 June 2011 

Note 


Assets 

Non-Current Assets 

Property, plant and equipment 
Intangible assets 


Current Assets 

Consumer Debtors 

Debtors 

VAT 

Call Investment Deposits 
Cash and Cash Equivalent 
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Total Assets 


2011 


2010 
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96,248,616 

Afs 

67,285,322 
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65,692,818 

1,544,347 
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1,592,504 
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8,154,601 
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23,229,676 
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2,249,654 
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301,516 
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1,469,385 

'2,779,136 
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17,034,895 

830,870 
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2,174,226 
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90,514,998 

A 


Py 

Py 

Py 


Py 

Py 

Py 
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Net Assets and Liabilities 
Net Assets 

Accumulated Surplus/(Deficit) 

LIABILITIES 

Non-Current Liabilities 

Finance Liability 

Provision for long service awards 

Current Liabilities 

Current Provisions 
Trade Creditors 

Unspent conditional grants and receipts 
Current portion of finance liability 

Total Liabilities 


3.12 


3.10 

3.11 


3.11 

3.3 

3.2 

3.10 



Total Net Assets and Liabilities 
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Public Donations K,3 120,000 Afs Py 

Interest Received - External Investments K.3 15'''" 1,064,009 Afs 2,287,885 Py 

Interest Earned - Outstanding Debtors K.3 15''" 50,383 Afs - Py 

Profit on sale of assets K.3 15 v’ 166.149 Afs - Py 

Other Income K.3 15 v,'' 207,775 Afs 457,887 Py 
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CASH FLOW FROM OPERATING ACTIVITIES 
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Notes on cash flow statement calculations 
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Additional Information: The purchase of property, plant 
and equipment for amount of R1 371 406 include an amount of 
R 927 683 for assets acquired through Finance lease 











ACCOUNTING POLICIES 


1. BASIS OF PRESENTATION 

The annual financial statements have been prepared on accrual basis in accordance 
with the Standards of Generally Recognised Accounting Practice (GRAP). The Financial 
statements have been prepared on the historical cost basis, and incorporate the principal 
accounting policies set out below. 

The Municipal Entities are required to apply the Standards of GRAP where the Minister 
has determined the effective date. The Minister has determined the effective date for 
the following Standards of GRAP: 

GRAP 1 Presentation of the Financial Statements 
GRAP 2 Cash flow Statements 

GRAP 3 Accounting Policies, Changes in Accounting Estimates and Errors 
GRAP 4 The effects of Changes in Accounting Estimates and Errors 
GRAP 5 Borrowing Cost 

GRAP 6 Consolidated and Separate Financial Statements 

GRAP 7 Investments in Associates 

GRAP 8 Investments in Joint Ventures 

GRAP 9 Revenue from Exchange Transactions 

GRAPIO Financial Reporting in Flyperinflationary Economics 

GRAP 11 Construction Contracts 

GRAP 12 Inventories 

GRAP 13 Leases CGRAP13) 

GRAP 14 Events After The Reporting Date 

GRAP 16 Investment Properties 

GRAP 17 Property, Plant and Equipment 

GRAP 19 Provisions, Contingent Liabilities and Contingent Assets 
GRAP 21 Impairment of Non Cash Generating Assets 
GRAP 23 Revenue from Non-Exchange Transactions 

GRAP 24 Presentation of Budget Information in Annual Financial Statement 
GRAP 26 Impairment of Cash Generating Assets 

GRAP 100 Non-Current Assets Field for Sale and Discontinued Operations 
GRAP 101 Agriculture 
GRAP 102 Intangible Assets 
GRAP 103 Heritage Assets 

Accounting policies for material transactions, events or conditions not recovered by the above 
GRAP Standards have been developed in accordance with paragraphs 7, 11 and 12 of GRAP 3. 
These accounting policies and the applicable disclosures have been based on the South African 
Statements of Generally Accepted Accounting Practices (SAGAAP) including any interpretations 
of such Statements issued by the Accounting Practices Board. 



The municipality has taken advantage of the Accounting Standards Board Directive 4 
(Transitional Provision for the adoption of Standards of GRAP be Medium and Low 
Capacity Municipalities - Dated February 2008) with regards to GRAP 17 Property Plant 
and Equipment and GRAP 102 Intangible Assets. 


Directives issued and effective: 

Directive 1: Repeal of Existing Transitional Provisions in, and Consequential 
Amendments to. Standards of GRAP 

Directive 2: Transitional Provisions for the adoption of Standards of GRAP by 
entities. Municipal Entities and Constitutional Institutions 
Directive 3: Transitional Provisions for the adoption of Standards of GRAP by 
High Capacity Municipalities 

Directive 4: Transitional Provisions for the adoption of Standards of GRAP by 
Medium and Low Capacity Municipality 
Directive 5: Determining the GRAP reporting Framework 
Directive 7: The adoption of Deemed Cost on the Adoption of Standards of 
GRAP 

Interpretation of the Standards of GRAP 

IGRAP apply the Probability Test on Initial Recognition of Exchange Revenue 
Approved guidelines of Standards of GRAP; 

Guide 1 Guideline on Accounting for Public Private Partnerships 

Effective accrual based IPSAS's considering the provisions in paragraphs .15 to 
.19 of the Directive: 

IPSAS 20 Related Party Disclosure 

IPSAS 21 Impairment of Non-Cash-Generating Assets 

Effective IFRS's and IFRIC's that are applied considering the provisions in paragraphs 
20 to 26 of the Directive: 

IFRS 3 (AC 140) Business Combinations 
IFRS 4 (AC 141) Insurance Contracts 

IFRS 6 (AC 143) Exploration for and Evaluation of Mineral Resources 

IFRS 7 (AC 144) Financial Instruments; Disclosure 

IAS 12 (AC 102) Income Taxes 

IAS 19 (AC 116) Employees Benefits 

IAS 32 (AC 132) Financial Instruments: Presentation 

IAS 36 (AC 128) Impairment of Assets 

IAS 39 (AC 133) Financial Instruments; Recognition and Measurements 
SIC 21 (AC 421) Income Taxes - Recovery of revaluated Non- Depreciable 
Assets 

SIC 25 (AC 425) Income Taxes - Changes in the Tax Status of an entity or 
Its Shareholders 



SIC 29 (AC 429) Service Concession Arrangements: Disclosure 
IFRIC 2 (AC 435) Members Shares in Co-operative Entities and Similar 
Instruments 

IFRIC 4 (AC 437) Determining whether an Arrangement contains a lease 
IFRIC 9 (AC 442) Reassessment of Embedded Derivatives 
IFRIC 12 (AC 445) Service Concession Arrangements 
IFRIC 13 (AC 446) Customer Loyalty Programmes 

IFRIC 14 (AC447) IAS 19 - The limit on a Defined Benefit Asset, Minimum 
Funding Reguirements and their Interaction 

A summary of the significant accounting policies are disclosed below. 

These accounting policies are consistent with the previous period, except for the 
changes set out in note First-time adoption of International Financial Reporting 
Standards. 

1.1 BASIS OF CONSOLIDATION 

The basis of consolidation of financial statements are presently not applicable due 
to the fact that the municipality have no investments with other entities nor is it 
involved in any joint ventures at present. 


1.2 PRESENTATION CURRENCY 

These annual financial statements are presented in South African Rand, which is 
the functional currency of the municipality. 

1.3 GOING CONCERN ASSUMPTION 

These annual financial statements have been prepared on a going concern basis 
although the main source of revenue is equitable share received from Government. 


1.4 Standards, amendments to standards and interpretations issued but not 
vet effective 

GRAP 18: Segment Reporting - Issued March 2005: 

Compliance with this standard would have had an effect on the presentation only. 
Financial information would have been reported by segments. The disclosure of this 
information will assist users of the financial statements to better understand the 
entity's past performance and to identify the resources allocated to support the major 
activities of the entity. 



GRAP 25 : Presentation of Employee Benefits - Issued November 2009 

Compliance to the standard would have an effect on the presentation only. 
Financial information has been reported in notes to Annual Financial Statements 
and statement of performance. The disclosure of this information will assist users 
of the financial statements to evaluate the nature of the entity defined plans and 
the financial effect in those plans during the reporting period. 


GRAP 104: Financial Instruments - Issued October 2009 

Compliance to the standard would have an effect on the presentation only. 

Financial information has been reported in the notes to the Annual Financial Statements. 

GRAP 105: Transfer of Functions between Entities under Common Control - 
Issued November 2010 

The compliance to the standard would have no effect on the present presentation 
of the Annual Financial Statement. Flowever should in the future it be necessary to 
transfer functions between entities under common control will the accounting policy 
be amended to cater for such transfer. 

GRAP 106: Transfer of Function between Entities Not Under Common Control — 
Issued November 2010 

The compliance to the standard would have no effect on the present presentation of 
the Annual Financial Statement. Flowever should in the future it be necessary to transfer 
functions between entities not under common control will the accounting policy be 
amended to cater for such transfer. 


GRAP 107: Mergers - Issued November 2010 

The compliance to the standard would have no effect on the present presentation of 
the Annual Financial Statement. Flowever should in the future there be a merger between 
entities will the accounting policy be amended to cater for such merger transactions and 
disclosure. 



1.5 HOUSING DEVELOPMENT FUND 


The Housing Development Fund was established in terms of the Housing Act, 

(Act No. 107 of 1997). Loans from national and provincial government used to finance 
housing selling schemes undertaken by the Municipality were extinguished on 1 April 1998 
and transferred to a Housing Development Fund. Housing selling schemes, both complete 
and in progress as at 1 April 1998, were also transferred to the Housing Development Fund. 
In terms of the Housing Act, all proceeds from housing developments, which include rental 
income and sales of houses, must be paid into the Housing Development Fund. Monies 
standing to the credit of the Housing Development Fund can be used only to finance housing 
developments within the municipal area subject to the approval of the Provincial MEC 
responsible for housing. 


1.6 PROPERTY, PLANT AND EQUIPMENT 

Property, plant and equipment are stated at cost less accumulated depreciation. Heritage 
assets, which are culturally significant resources and which are shown at cost, are not 
depreciated regarding their estimated useful lives. Land is not depreciated as it is deemed 
to have an indefinite live. 

When significant components of an item of property, plant and equipment have different 
useful lives, they are accounted for as separate items (major components) of property, 
plant and equipment. At present the Municipality has in terms of Directive 4 of the 
Accounting Standards Board and Gazette 30013 opted to make use of the three year 
transitional phase-in period allowed in terms of paragraph 75 and 78 of directive 4 issued 
by the Accounting Standard Board. Consultants have been appointed to itemize assets 
components where the useful life is different. 


Where an asset is acquired by the municipality for no or nominal consideration, the cost is 
deemed to be equal to the fair value of that asset on the date acquired. 

Subsequent Measurement 

Subsequent to initial recognition, items for property, plant and equipment are measured at cost 
less accumulated depreciation and impairment identified during the financial period. Land was not 
depredated due the fact that it is deemed to have an indefinite useful life. 

Where parts of assets are replaced, the replaced part is derecognised and the new part is 
capitalised. Expenditure on an asset is capitalised only when it increases the capacity or future 
economic benefits associated with the asset. 

Depreciation only commences when the assets are ready for their intended use. 

Depreciation is calculated on cost, using the straight-line method over the estimated useful lives 
of the assets. The annual depreciation rates are based on the following estimated asset lives:- 



Details of assets class and life-span in years 

Infrastructure 

Roads 15 years 

Economic Development 20 years 
Stormwater Drainage 20 years 
Street Lighting 20 years 

Community 

Buildings 30 years 

Recreational Facilities 20 - 30 years 

Other property, plant and equipment 

Buildings 30 years 

Informal Markets 30 years 

Building Improvements 20 years 

Heavy and mobile plant 10 years 

Furniture and fittings 7 years 

Vehicles 5 years 

Bins and containers 5 years 

Plant - general 5 years 

Security System 5 years 

Office equipment 3-5 years 

Other items of Plant and equipment 3-5 years 

The gain or loss arising on the disposal or retirement of an item of property, plant and equipment 
is determined as difference between the sales proceeds and the carrying value and is recognised 
in the Statement of Financial Performance. 

Provision is made for this obligation in accordance with the Municipalities accounting policy on 
non-current provisions - See Accounting Policy 1.12 on provisions. 

The residual value, the useful life of an asset and the depreciation method is reviewed annually 
and any changes are recognised as a change in accounting estimate in the Statement of Financial 
Performance. 

The Municipality test for impairment where there is an indication that an asset may be impaired. 
An assessment of whether there is an indication of possible impairment is done at each reporting 
date. Where the carrying amount of an item of property, plant and equipment is greater than the 
estimated recoverable amount, it is written down immediately to its recoverable amount and an 
impairment loss is charged to the Statement of Financial Performance 



1.7 INTANGIBLE ASSETS 


Initial Recognition 

Intangible assets are initially recognised at cost and comprise of software acquired by the 
municipality. 

At present the Municipality has in terms of Directive 4 of the Accounting Standards Board and 
Gazette 30013 opted to make use of the three year transitional phase-in period allowed in terms 
of paragraph 75 and 78 of directive 4 issued by the Accounting Standard Board. Consultants will 
be appointed to itemize assets components where the useful life is different. 


Computer software is capitalised to computer equipment where it forms an integral part of 
computer equipment. 

Subsequent Measurements 

The cost of an intangible asset is depreciated over the useful life where that life is finite. Where 
the useful is indefinite, the asset is not depreciated but is subiect to impairment tests. 

Depreciation 

Depreciation is charged so as to write off cost of intangible assets over their estimated useful 
lives, using the straight line method as follows: 

Computer Software 5 years 

1.8 IMPAIRMENT OF ASSETS 

The municipality assesses at each reporting date whether there is any indication that an assets 
may be impaired. If there are any such indications the municipality estimates the recoverable 
amount of the asset. 

1.9 FINANCIAL INSTRUMENTS 
Initial recognition 

Financial instruments are initially recognised at fair value. 

Subsequent Measurements 

Financial Assets are categorised according to their nature as either financial assets at fair value 
through profit or loss, held-to maturity, loans and receivables. Financial liabilities are categorised 
at fair value through profit or loss or financial liabilities carried amortisation cost. The subsequent 
measurement of financial assets and liabilities depends on categorisation and, in the absence of 
an approved GRAP standard on Financial instruments, is it terms of IAS39. 



Debtors 


Debtors are recognised at fair value and measured at amortised cost using the effective interest 
method, less provision for impairment (Bad Debt). A provision for impairment of debtors is 
established when there is objective interest evidence that the municipality will not be able to 
collect all amounts due according to the original terms of the debtors. 

The amount of the provision is the difference between the asset's carrying value and the present 
value of estimated future cash flows, discounted at the effective interest rate. Impairment losses 
are recognised in the Statement of Financial Statement. 


An estimate is made for doubtful debts based on the categorisation of debts and a review of past 
trends in collection rates applied to all outstanding amounts at year-end. 

Creditors 

Trade creditors and other payables are measured at fair value. 

Cash and cash equivalents 

For cash flow purposes cash and cash equivalents includes cash on hand, deposits held at call 
with banks, other short-term highly liquid investments with original maturities of three months or 
less, and bank overdrafts. 

Bank overdrafts are recorded based on the facilities utilised. Finance charges on bank overdraft 
are expensed as incurred. 

Borrowing and other financial liabilities 

Borrowings are recognised initially at fair value, net of transaction cost incurred. Borrowings are 
subsequently stated at amortised cost: any difference between the proceeds (net of transaction 
costs) and the redemption value is recognised in the statement of financial performance over the 
period of the borrowings using the effective interest method. 

Long term borrowings are non-derivative financial loans and the municipality does not financial 
loans for trading purposes. Long term borrowings are utilised solely for capital projects and the 
book value is disclosed at amortised cost. 

Other financial liabilities are carried at amortised cost. 

Loans and receivables 

Loans and receivables are non-derivative financial assets with a fixed or determinable payments 
that are not quoted in the active market and with no intention of trading. They are included in 
current assets, except for maturities greater than 12 months after the balance sheet date. These 
are classified as non-current assets. Loans and receivables are included in trade and other 
receivables in the Statement of Financial Position at cost. 



1.10 INVESTMENTS 


The Municipality classifies its investments in the following categories: loans and receivables and 
held-to-maturity investments. The classification depends on the purpose for which the 
investments were acquired. Management determines the classification of its investments at initial 
recognition and re-valuations this designation at every reporting date. 


1.11 Inventories 
Initial Recognition 

Inventories are initially recognized at cost. Cost general refers to the purchase price, plus taxes, 
transport costs and any other cost in bringing the inventories to their current location and 
condition. 

Subsequent Measurement 

Consumable stores and maintenance materials are valued at the lower of cost and net realisable 
value. In general, the basis of determining cost is the First in First out method. 

1.12 Borrowing Costs 

Borrowing Cost is recognised as an expense in the period in the Statement of Financial 
Performance. 

1.13 PROVISIONS 

Provisions are recognised when the Municipality has a present or constructive obligation as a 
result of past events, it is probable that an outflow of resources embodying economic benefits will 
be required to settle the obligation and a reliable estimate of the provision can be made. 
Provisions are reviewed at reporting sheet date and adjusted to reflect the current best estimate. 
Non-current provisions are discounted to the present value using a discount rate based on the 
average cost of borrowing to the Municipality. 


1.14 RETIREMENTS BENEFITS 
1.14.1 PENSION OBLIGATIONS 

The municipality and its employees contribute to two pension funds that cater for the majority of 
the staff. The KZN Pension Fund is a defined contribution fund. The contributions to fund 
obligations for the payment of retirement benefits are charged against income in the year they 
become payable. 



Defined benefit plans 


The municipality provides retirement benefits for its employees. The contributions to fund 
obligations for the payment of the retirement benefits are charged against revenue in the year 
they become payable. The defined funds, which are administered on a provincial basis, are 
actuarially valued triennially according to the Discounted Cash Flow and Discontinuance Met o 

Approach. 

Defined contribution plans 

The municipality provides retirement benefits for its employees. The contributions to fund 
obligations for the payment of retirement benefits are charged against revenue in the Year i 
becomes payable. The defined contribution funds, which are administrated on a provincial basis, 
are actuarially valued triennially according to the Discounted Cash Flow and Discontinuance 
Method Approach. 


1.15 REVENUE 

Revenue comprises of the consideration received or receivable for the sale of goods and sei^ices 
in the ordinary course of the Municipality's activities. Revenue is shown net of value added tax, 
estimated returns, rebates and discounts and after eliminated revenue within departments of the 
Municipality. Revenue is recognised as follows: 


1.15.1 Revenue from Exchenge Transactions 

Service charges relating to sundry services are recognised on a monthly basis in arrears by 
applying the approved tariff to each property that has improvements. Tariffs are determined per 
categoiT of property usage, and are levied monthly based on the number of refuse containers on 
each property, regardless of whether or not all containers are emptied during the month. 


Interest and rentals are recognised on a time proportion basis. 


Revenue arising from the application of the approved tariff of charges is recognised when the 
relevant service is rendered by applying the relevant gazetted tariff. 


Income for agency services is recognised on a monthly basis once the income collected on behalf 
of agents has been guantified. The income recognised is in terms of the agency agreement. 


Revenue from the sale of goods is recognised when the risk is passed to the consumer. 


Revenue from public contributions is recognised when all conditions associated with the 
contribution have been met or where the contribution is to finance property, plant and 
equipment, when such items of property, plant and equipment is brought into use. Where public 
contributions have been received but the municipality has not met the condition, a liability is 



1.15.2 Revenue from non-exchange transactions 

Revenue from property rates is recognised when the legal entitlement to this revenue arises. 
Collection charges are recognised when such amounts are legally enforceable. Penalty interest on 
unpaid rates is recognised on a time oroDortion basis. 

Donations are recognised on a cash receipt basis or where the donation is in the form of property, 
plant and equipment, when such items of property, plant and equipment are brought into use. 

Contributed property, plant and equipment is recognised when such items of property, plant and 
equipment are brought into use. 

Revenue from the recovery of unauthorised, irregular, fruitless and wasteful expenditure is based 
on legislated procedures, including those set out in the Municipal Finance Management Act (Act 
No. 56 of 2003) and is recognised when the recovery thereof from the responsible councillors or 
officials is virtually certain. 


1.16 GRANTS, TRANSFERS AND DONATIONS 

Income received from conditional grants, donations and subsidies is recognised to the extend, 
that the municipality has complied with any of the criteria, conditions or obligations embodied in 
the agreement. To the extend that the criteria, conditions or obligations have not been met, a 
liabilitv is recognised and funds are invested until utilised. 

Interest earned on the investments is treated in accordance with grant conditions. If it is payable 
to the funder, it is recorded as part of the creditor. If it is the Municipality interest, it is 
recognised as interest earned in the Statement of Financial Performance. 

Grants and receipts of a revenue nature: Income is transferred as revenue to the Statement of 
Financial Performance to the extent that the criteria, conditions or obligations have been met. 

1.17 LEASES 

Finance Leases - The Municipality as lessee 

Finance leases are recognised as assets and liabilities in the statements of financial position at 
amounts equal to the fair value of the leased property or, if lower, the present value of the 
minimum lease payments. The corresponding liability to the lessor is included in the statement of 
financial position as a finance lease obligation. 

The discount rate used in calculating the present value of the minimum lease payments is the 
interest rate implicit in the lease. 

The lease payments are apportioned between the finance charge and reduction of the outstanding 
liability. The finance charge is allocated to each period during the lease term so as to produce a 
constant periodic rate of on the remaining balance of the liability. 



Operating Leases - The Municipality as lessee 

Leases where the lessor retains substantially all the risks and rewards of ownership are classified 
as operating leases. 

Payments made under operating leases (net of any incentives received from the lessor) are 
charged to the statement of financial performance over the period of the lease. 

1.18 TAX 

The municipality is exempted from tax in terms of section 10(l)(a) of the Income Tax Act. 

1.19 UNAUTHORISED EXPENDITURE 

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is not in 
terms of the conditions of an allocation received from another sphere of government, municipality 
or organ of state and expenditure in the form of a grant that is not permitted in terms of the 
Municipal Finance Management Act (Act No. 56 of 2003). Unauthorised expenditure is accounted 
for as an expense in the Statement of Financial Performance and where recovered, it is 
subsequently accounted for as revenue in the Statement of Financial Performance. 


1.20 IRREGULAR EXPENDITURE 


Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act 
(Act No. 56 of 2003), the Municipal Systems Act (Act No. 32 of 2000), the Public Office Bearers Act 
(Act No. 20 of 1998) or is in contravention of the Municipality's supply chain management policy. 
Irregular expenditure excludes unauthorised expenditure. Irregular expenditure is accounted for 
as expenditure in the Statement of Financial Performance and where recovered, it is subsequently 
accounted for as revenue in the Statement of Financial Performance. 


1.21 FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expenditure is expenditure that was made in vain and would have been 
avoided had reasonable care been exercised. Fruitless and wasteful expenditure is accounted for 
as expenditure in the Statement of Financial Performance and where recovered, it is subsequently 
accounted for as revenue in the Statement of Financial Performance. 


1.22 COMPARATIVE INFORMATION 

1.22.1 Current year comparatives: 

Budgeted amounts have been included in the annual financial statements for the current financia 
year only. 

1.22.2 Prior year comparatives: 



When the presentation or classification of items in the annual financial statements is amended, 
prior period comparative amounts are reclassified. The nature and reason for the reclassification 
is disclosed. 
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Annual Financial Statement for the year ending 30 June 2011 
Notes to the annual Tinanciai Statements 


3. Finance Lease LlabiUty 

Non-current HablHties portion of finance lease 

Local Registered Stock Loans 
Provision for long service awards 
Capitaiised Lease Liability 
Government Loans; Other 

Less: Current portion transferred to Current Liabilities 

Local Registered Stock Loans 
Annuity Loans 
Capitaiised Lease Liability 
Government Loans; Other 

Total External Loans 

Refer to Appendix A for more detail on Finance Lease Liabilities 

The Capitaiised lease liability is secured over the item of infrastructure leased 
over a period of five years at interest rate of 11 % which is fixed for 
five year period of the Financial Lease Agreement 

4. Provisions 


2011 2010 

R R 



3,685,655 3,647,531 


Reconciliation of Provisions - 2011 


Current 

Leave pay 

Current portion of long-service provision 

Non-current 

Long-service awards 


Reconciiiation of Provisions - 2010 


Current 
Leave pay 

Current portion of long-service provision 

Non-Current 

Long-service awards 


Performance Bonus 


J 

opening; 1 
Balance^'' 1 

[ - . AdditiDfiS 

utilised during 
the year 

Closing 

Balance 

! 

1 

••• ■. .K- 

R 


1,064,932 

319,807 

195,148 

1,189,591 

1,064,932 

319,807 

195,148 

1,189,591 

A 




Opening 

t * * ^ 

Utilised during 

Closing ' 

B'alatice 

AddldfoiM 

the Year 

Balance 

- > S- ... 

' « . 

ft' ^ 

“ft 


741,732 

369,176 

45,976 

1,064,932 

741.732 

369.176 

45.976 

1.064.932 

A 

A 

A 



AN employees who are employed In accordance with the provisions of Section 57 of the Municipal Systems Act are required, in 
terms of the their employment contracts, to sign a performance agreement and performance plan In terms of which their performance 
is assessed annually. Employees are assessed quarteriy and against the targets agreed and a final assessment is conducted 
at the end of the financial year. The perfiarmance bonus paid to each employee is dependant on the overall score achieved in this 
assessment and is subject to the approval of the Municipal Manager 


5. RETIREMENT BENEFIT INFORMATION 
Defined Contribution Plan 

The Council provides retirement benefits to employees by contributing to pension and 
provident funds. Membership of either pension or provident hind is compulsory for all 
permanent employees. 

The personnel are members of the following pension funds: 

Kwazulu-natal Joint municipal provident fund 
Actuarial valuation as at 31 March 2010. 

Results of valuation 

The Fund self-insures its risk benefits in excess of the fuii benefit. It therefore maintains 
a Risk Reserve Account as a measure of protection against volatility In claims experience. 

The amount of R12, 779,000 is required to be held in the Risk Reserve Account. 

The market value of the assets exceeded the Liabilities by Ri7,651,000 or about 2,34% of the 
Share Account at the valuation date. At the previous valuation date is was a deficit. 


The Investment Reserve Account far exceeds the deficit, so that the Fund is financially 
sound as at the valuation date. 
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Benefits: 

: Pension age 65 years 

: Earliest retirement age 58 years 

; Full benefit - Initial transfer plus member's contributions plus employer’s 
contributions for full benefits plus investment earnings and bonusses. 

: Member's portion of full benefits - Initial transfer plus members contributions 
plus local authorities contributions for hill benefits plus interim, special and final bonuses 
; Benefit on retirement after earliest retirement age or pension age - Full 
benefit. 

; Benefit on retirement because of ill health - Full benefit 

: Benefit on death in service - Full benefit plus 0,7% of annual pensionable salary 
for each month of potential service to a maximum of 2.1 years salary. 

Contributions: 

: Members may choose to contribute at a rate of 5%,7% or 9,25% 
of their pensionable emoluments in terms of regulation 14(a) 

: Participating employers contribute at a rate of 1,95 times of the 
rate of members contribution in terms of regulation 17(l)(b) 

: Of the contribution by the Employer, 3.75% of pensionable emoluments is applied 
to meeting cost of the risk benefits and expenses 
Bencmark: The benchmark asset allocation determined as being appropriate for 
the fund, which takes cognisance of membership and liability profile, is stated be-low 


Domestic Investments: 753,288,000 

International Investments 52,730,000 

Risk Reserve Acount 12,779,000 

Unallocated Assets (deficit) 17,651,000 

Membership 8,837 


Natal loint Pension Fund: 

Natal Joint Municipal Pension Fund:(Retirement) 

Interim actuarial valuation 

An interim actuarial valuation was was performed on 31 March 2010. 

The market value of the Fund's assets was R 1,835,990 at 31 March 2010. 

The DCF method of valuation has been applied for the purposes of determining 
the Fund's financial condition. 

The funding level in respect of contributory members has deteriorated slightly 
reducing from 79,5% to 79.0%. The primaryreason for this is that salary Increases 
were higher than expected. 

On the DCF funding level has improved and the overall shortfall has decreased. 

The valuation disclosed a surplus of Rli4.3 million in respect of pensioners and a 
shortfall of R243.2 million in respect of members. 

The regulations of the fund have been amended with effect from l July 2004, so 
that the Committee of Management is able to levy a separate surcharge on local 
authorities which grant excessive salary increases, thereby causing a financial 
strain on the Fund to the detriment of other steakholders. 

The employers are no longer permitting members to join the Fund, so that it Is 
effectively closed to new members. This means that the average age will increase 
over time which, in turn, means that the required rate of contribution will also 
increase. 

Thus, once the surcharge ceases, the underlying rate of contribution will not be 

sufficient to meet the cost of the benefits. It is necessary to set aside a reserve to 

hold assets equal to the expected shortfall. For this reason a "Contribution Reserve 

is held equal to the present value of the shortfall in terms of the Financial Services 

Board’s Circular PF117 for the 5 years to 2015 when it is expected that the surcharge will cease. 

Benefits: 


; Members Contributions - 7% of Pensionable salaries 
plus a surcharge of 1,65 % of pensionable salary in 
respect of members who were members at 30 June 2002 

: Pension age 65 Years 

; Final average Salary - Average annual pensionable salaries 
during the last year of service. 

: Pension on retirement at pension age - 2.1% of final average 
emoluments per year of continuous service. 

; Lump sum on retirement at pension age - 5.5% of final average 
emoluments per year of service. 

: Pension on retirement because of ill-health (minimum ten years 
continuous service) - Pension as for retirement at pension age 
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2011 2010 

R R 

: Lump sum on retirement because of iil-heaith (minimum 10 years 
continuous service) - Lump sum as for retirement at pension age 

: Lump sum on retirement because of il) health (less than ten years 
continuous service) - The greater of the resignation benefit or twice 
the members contributions 

: Surviving Spouses pension on death in service - 1,05% of final average 
emoluments per year of continuous service that the member would have 
had at the pension age. 

: Surviving Spouses pension on deathof pensioner - 1,05% (0,77% in the 
case of a pensioner who retired before 1 July 1999) of final average emoluments 
per year of continuous service. 

; Lump sum on death in service - Annual pensionable emoluments 

: Withdrawal - members contribution plus 5/12% for each month of con- 
tinuous service (the addition is approximately equal to compound interest at 10 % 
a year) and increased by 5% for each complete year of service up to a maximum 
of 20 years. 

Bendimark 
Investments 
Domestic 
International 
Membership 

5,1 Non-Current Liability 

Reconciliation of Provisions - 2011 


Non-current 
Long-service awards 


Reconciliation of Provisions - 2010 


Non-current 
Long-service awards 


evening 

Balarrce 


Additions . 


Uuitsed dunng 
theyeac 


Closing 
■/ galancc --- 


299,233 


309,606 


309,606 


Op«r^g 1 

as' 

[ Utilised during 


AdcBtions 

Useyeatr 



R 

- 

299,233 


_ 

299,233 





299,233 


1,563,444,000 
272,546,000 
4,008 


6. Trade Creditors 

Trade payables 

Amounts received in advance 

Retentions 

Library Creditors 

Other payables 

Total Trade Creditors 

7. Unspent conditional grants and receipts 

7,1 Conditional Grants from other spheres of Government 

Department of Provincial and Local Government-MSIG 

Balance unspent at beginning of year 

Adjustments 

Currentyear receipts 

Conditions met - transferred to revenue 

Conditions still to be met - remain liabilities 

Department of Provincial and Local Government-FMG 

Balance unspent at beginning of year 

Adjustments 

Current year receipts 

Condibons met - transferred to revenue 

Conditions still to be met • remain iiabilliies 

Department of Sports and Recreation - KwaZulu Natal - Sports Fields 

Balance unspent at beginning of year 

Adjustments 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - remain liabilities 

Department of Transitional and Local Government Affairs-MAP 

Balance unspent at beginning of year 

Adjustments 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met • remain ISabiiities 

National Government - Municipal Infrastructure Grants - Access Roads 

Balance unspent at beginning of year 

Adjustments 

Current year receipts 

Conditions met - transferred to revenue 

Conditions stiil to be met - remain liabilities 

National Governnnent - Equitable Share - Access Roads 
Balance unspent at beginning of year 
Adjustments 
Current year receipts 


825.384 6,467,227 


378,215 1,493,330 

38,090 
65,395 


1,203,599 

8,064,042 

A 

A 


750,000 

f750.000) 

- 



566,061 

791.594 

1.200.000 

1 .000.000 

fj. 454.969) 

(1.225.533) 

311,092 

566.061 



25,245 

25,245 

(25.245) 


25,245 



384.508 

518,654 

(258.623) 

(134,146) 

125,885 

384.508 

A 


1,147,646 

1,147,646 

16,790,000 


(17.937,646) 



1,147,646 



869.301 

869.301 
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Ndwedwe Small Factories 

Balance unspent at beginning of year 

Adjustments 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met • remain liabilities 

NDPG - Building 

Balance unspent at beginning of year 

Adjustments 

Current year receipts 

Conditions met - transferred to revenue 

CondKions still to be met - remain liabilities 

Conditional Grants form other spheres of Government 


7.2 Other Conditionat Receipts - Operating 

Land Use Management System 

Balance unspent at loginning of year 

Adjustments 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met • remain ilablHtles 

MFMA 

Balance unspent at beginning of year 

Adjustments 

Current year receipts 

Conditions met - transfemed to revenue 

Conditions still to be met - remain iiabillties 

MPRA Grant 

Balance unspent at beginning of year 

Adjustments 

Current year receipts 

Conditions met • transferred to revenue 

Conditions still to be met • remain liabilities 


Municipal Development Planning 
Balance unspent at beginning of year 
Adjustments 
Current year receipts 
Conditions met - transferred to revenue 
Conditions stil) to be met • remain liabilities 

Audit Committee and Internal Control 
Balance unspent at beginning of year 
Adjustments 
Current year receipts 
Conditions met - transferred to revenue 
Conditions still to be met > remain liabilities 

CDW/LED Grant 

Balance unspent at beginning of year 

Adjustments 

Current year receipts 

Conditions met - transferred to revenue 

Conditions stiii to be met - remain iiabllHies 

Valuation Roll 

Balance unspent at beginning of year 

Adjustments 

Current year receipts 

Conditions met - transferred to revenue 

Conditions stilt to be met - remain liabilities 

Nhiangakazi Project 
Balance unspent at beginning of year 
Adjustments 
Current year receipts 
Conditions met - transferred to revenue 
Conditions still to be met • remain iiabliities 

Technical Support MIIPS 
Balance unspent at beginning of year 
Adjustments 
Current year receipts 
Conditions met - transferred to revenue 
Conditions stiii to be met - remain liabilities 


2011 

2010 

R 

R 

3,377.463 

3,670,296 

{3.377.463> 

{292.8321 

0 

3,377,463 



1,161.199 

1,161,199 

9,261,368 

{10.360,8421 


61,724 

1,161,199 


A 

907.781 

7,531,424 

A 

A 


60,661 

115,000 


(54,339) 

60,661 

60.661 



50,324 


50,324 

323,519 

385.855 


(62,3361 

323,519 

323,519 


A 

41.492 

100,154 


(58.6611 

41,492 

41.492 



65,562 

130,560 

(34,7591 

(64,9981 

30,803 

65,562 


A 

22,503 

88,792 


(66.2891 

22,503 

22,503 



438,099 

438,099 

1,179 


(261,7691 


177.509 

438,099 



169,116 

169,116 

169,116 

169,116 



10,000 

10,000 

10,000 

10,000 
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(460,222) 

409,079 


Conditions met - transferred to revenue 
Conditions stiii to be met • remain iiabiiitles 
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2011 

2010 

Synergistic Partnership/Amakhosi 

R 

R 

Balance unspent at beginning of year 

101 .490 

315.390 

Adjustments 



Current year receipts 



Conditions met - transferred to revenue 

(39,400) 

(213.900) 

Conditions still to be met - remain liabilities 

62.090 

101.490 

Basic Booking 

Balance unspent at beginning of year 

1,179 

3,867 

Adjustments 

(1.179) 


Current year receipts 



Conditions met - transferred to revenue 


(2.688) 

Conditions stilt to be met • i^main liabilities 

* 

1.179 

Bhamshela Nodal Development 

Balance unspent a! beginning of year 

981.459 

1,137,494 

Adjustnients 



Current year receipts 



Conditions me! - transferred to revenue 

(320,284) 

(156.035) 

Conditions still to be met • remain liabilities 

661,175 

981,459 

Library Cybercadet 

Balance unspent at beginning of year 

- 

38,909 

Adjustments 

Current year receipts 

108,000 


Conditions met - transferred to revenue 

(33,155) 

(38.909) 

Conditions still to be met - remain liabilities 

74.845 

Multi Purpose Hall (CDC) 

Balance unspent at beginning of year 

295,333 

295,333 

Adjustments 

(295.333) 


Current year receipts 



Conditions met - transferred to revenue 



Conditions still to be met • remain liabilities 


295,333 

Kwaloswhe Tourism Project 

Balance unspent at beginning of year 

Adjustments 

211,200 

1,000,000 

Current year receipts 

(3.671) 

(788,800) 

Conditions met - transferred to revenue 



Conditions stilt to be met - remain liabilities 

207.529 

211.200 

Governance and Administration Expert 

Balance unspent at beginning of year 

725,000 


Adjustments 



Cuirent year receipts 

(106.730) 


Conditions met • transferred to revenue 



Conditions still to be met • remain liabilltfes 

618.270 

- 

Housing Grant 

Balance unspent at beginning of year 

567,335 


Adjustments 



Current year receipts 



Conditions met • transferred to revenue 

(374.945) 


Conditions still to be met - remain liabilities 

192.390 

... 

Sub-Totai other conditional receipts-operating 

2.702,227 

2,721,614 

Total Conditional Grants and receipts 

3,610,006 

10,253,037 

7.3 Government grants and Subsidies 

Equitable Share 

43,443,273 

32,685,515 

Municipal Infrastructure Grant and other Capital Grants 

21,839,846 

17,243,609 

Department of Co-operative Governance and Traditional Affairs KZN 

2,911,835 

4,412,551 

Department of Finance: National Treasury 

11,219,629 

2,032,075 

Grant Subsidy-iLembe District Municipality 

1,000,000 

- 

S. CASH AND CASH EQUIVALENTS 

Refer to Note 36 for details on Bank accounts and balances 

80,414,582 

56,373,750 

Cash and cash equivalents consist of: 

Cash on hand 

1,000 

1,000 

Bank Balances 

829.870 

2,173.226 

Bank Balances and Cash on hand 

830,870 

2,174,226 

Bank Overdraft 

- 


830,870 

2,174,226 

Short Term Investments 

Unlisted 



Short term Deposit - Standard Bank 

- 

2,451,623 

Short term Deposit - First National Bank 

1,807,637 

9,434,019 

Short term Deposit - A8SA 

898,108 

5,149,253 

Short term Deposit - Investec 

73,392 

- 

Cash and Cash equivalents 

2,779,136 

17,034,895 


3,610,006 

19,209,121 




Recondilation of Intangible Assets - 2010 
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11. Consumer Debtors 


2011 

R 

2010 

R 

Gross Provision for bad 

Balances debts 


Net Balanaces 

As at June 2011 

Service Debtors 

R R 

R 

R 

Assessment Rates 

Other Revenue 

1,702,859 804,054 


898,806 


1.702.859 

804,054 

898,806 

A 

A 

A 


As at June 2010 


service ueuiuis 

Assessment Rates 2,249,654 

Other 

- 

2,249,654 

2,249,654 

- 

2,249,654 

Assessment Rates: Ageing 

Current (0 - 30 days) 

31-60 Days 

61 - 90 Days 

91 - 120 Days 

121 - 365 Days 

184,499 

148,228 

112.444 

-433,270 

1. 690.956 

490,263 

-257,630 

84,950 

1.931.971 

1.702.856 

2,249,654 

Accounts receivables (rates debtors) are dicounted using prime rate plus 2 
payment period estimated to be from 1 to 8 years 


'' 


Sumnrary of Debtors by Customer Classification 

As at June 30, 2011 
Current (0 - 30 days) 

31 - 60 days 
61 - 90 days 
91-120 days 
121 - 365 Days 

Sub-tota! 

less Provision for bad debts 


As at June 30, 2010 
Current (0 - 30 days) 
31 - 60 days 
61 - 90 days 
91 - 120 days 
121 - 365 Days 


National and 


Industrial/ Provincial 


Consumers 

Commercial 

Government 

R 

R 

R 

26,106.59 

144,893.42 

13,499.24 

23,188.43 

112,862.36 

12,176.73 

25,874.53 

118,542.84 

-31,973.44 

24,909.40 

114,363.36 

•572,543.16 

517,534.69 

983,428.89 

189,992.50 

617,613.64 

1,474,090.87 

-388,848.13 

617,613.64 

1.474.090.87 

-388,848.13 




12,144.68 

541.65 

477,576.42 

12.142.82 

541.69 

-270,314.17 

12,144.68 

541.65 

72,263.47 

109,292.82 

4,875.01 

1,817,903.48 

145,725.00 

6,500.00 

2,097,429.20 

145.725.00 

6.500.00 

2,097.429.20 


Sub-total 

less Provision for bad debts 
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12 Debtors 


Accrued Revenue 
Other Debtors 
Distribution Account-KDM 


13. VAT 

NET VAT RECEIVABLE 

14. Assessment Rates 

Rates Raised 

Residential 

Commercial 

State 

Agriculture 


Valuations 

Residential (Including Argicuture Residential) 
Argriculture (Residential/Commercial) 
Commerda! 

Argriculture 
Institutional 
Special Purposes 
State/PSI 
Munidpai 


The municipal valuations and property rates was implemented 
with effect 1 July 2009 in terms of Munidpai Property Rates Act. 

Valuations on land and buildings are performed every four years. The first valuation roll 
came into effect on l July 2009. Interim valuations are processed on a quarterly basis to 
take into account changes on individual property values due to alterations, consolidation, 
subdivisions and new township development. Various rates in the Rand were applied in 
accordance with category determined In terms of the Municipal Property Rates Act. 

Rebates applicable were applied in tine with the munuicipal property rates policy 

Rates are levied on a monthly basis in terms of municipal rates piolicy and interest is charged 

on outstanding amounts as determined by the munidpatity in terms of rates policy 

and tariff of diarges 


15. Other Income 

Interest earned - Externa! Investments 
Interest earned - Outstanding Debtors 
Profit on sale of assets 
Other Income 


17,683 162,103 

137,585 139,413 

1,078.127 

1,233,395 301,516 


2.412,394 1,469,385 


2,660,689 

2,532,566 

2.660.689 

2,532,566 


14,172,000 

19,869,000 

17,070,000 

17,200,000 

230,000 

230,000 

419,058,000 

419,058,000 

168,816,000 

168,816,000 

1,470,000 

1,470,000 

59,924,000 

59,924,000 

680,740,000 

686.567.000 


1,064,009 

2,287,885 

50,383 


166,149 


207,775 

457.887 

1,488,315 

2.745.772 



NDWEDWE LOCAL MUNICIPAUTY 

Annual Financial Statements for the y»r ended June 30, ?0ll 

Notes to the annual financial statements 


16. Employee related costts 

Employee related cost - Salaries and Wages 
Bonus 

Employee related cost - Contibutions, UIF, Pension and Medical Aids 
Travel, motor car and other allowances 
Housing Benefits and allowances 
Overtime and relief payments 


There were no advances to employees. 

Included in the employee related costs are the following: 

Remuneration of the Municipal Manager 
Annua! Remuneration 
Housing Allowance 
Performance Bonus 
Car Allowance 

Contributions to UIF, Pension and Medical Aid 


Remuneration of Individual Head of Departments 

Chief Financial Officer 

Annual Remuneration 
Housing Allowance 
Performance Bonus 
Car Allowance 

Contributions to UIF, Pension and Medical Aid 


Infrastructure Services 

Annual Remuneration 
Housing Allowance 
Performance Bonus 
Car Allowance 

Contributions to UIF, Pension and Medical Aid 


Corporate Services 

Annual Remuneration 
Housing Allowance 
Performance Bonus 
Car Allowance 

Contributions to UIF, Pension and Medical Aid 


Economic and Community Services 

Annual Remuneration 
Housing Allowance 
Performance Bonus 
Car Allowance 

Contributions to UIF, Pension and Medical Aid 
17. Remuneration of councillors 
Total Councillors Remuneration 
Mayor 

Deputy Mayor 
Speaker 

Executive Councillors 
Councillors 

Coundliors pension contributions 
Telephone allowances 
Traveling Allowances 
Medical Aid Contributions 


In kind benefits 

The Mayor and Speaker are full-time. Each is provided with an office and secretarial support 
at the cost of the council which is included with other expenditure in the Statement of 
Rnancial Performance 

The Mayor has use of a council owned vehicle for official duties. 

The Mayor has a full time body guard and driver 

13. Finance Cost 

Interest Paid - Finance liabilities 
Finance Cost - Fair value adjustments 


2011 

2010 

R 

R 

13,599,119 

11,303,251 

173,315 

- 

2,710,854 

2,362,769 

1,052,206 

938,488 

184,811 

170,632 

435.638 

257.976 

18.155.943 

15,033,116 

A 

A 


671,351 

604,800 

60,000 

60,000 

62,784 

- 

120,000 

120,000 

1.497 

1.497 



£ 


480,224 

437,183 

45,004 

60,000 

71.521 

60,000 

67,890 

656,748 

565,073 



443,684' 

405,948 

31,774 

129,528 

54.974 

121,977 
51 272 



392,102 

416,189 

116,438 

1.248 

121,977 

998 

509.787 

539.164 



421,947 

388,930 

33,753 

123,101 

66,696 

112,843 

61.726 

645,497 

563.499 

A 

A 


519,167 

483,771 

192,645 

177,674 

254,470 

227,739 

760,337 

669,141 

3,666,211 

3,272,527 

483,088 

516,614 

406,373 

373,950 

716.352 

691,836 

174.271 

173.935 

7,172,912 

6,587,187 



588,021 

588,021 

620,918 

620,918 
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Annual Rnanciai Staiemems tor the year ended lune 30, 20n 
Notefi to the annual financial statements 


19. Provisons 

Leave Provisions 
Provision for bad debts 
Long service awards 

Total Provisions 

20. General Expenses 

Eiectricity and water 
Insurance 
Fuel and Oil 
Free Basic Services 
Audit Fees 
Conditional Grants 
Other Expenses 


2011 

2010 

R 

R 

319,807 

369,176 

804,054 


10,373 



— 


323,829 


226,116 


747,957 


113,350 


1,345,046 


3,563,081 


n 510 817 

20,206.581 

19.830.196 

20.206.581 


21. Ca^ Generated by Operations 

Surp!us/(Deficit) for the year 

Adjustments for: 

Depreciation - PPE 

Contributions PPE 

Profit on Sale of Assets - PPE 

Investment Income 

Finance Charges 

Reversals 

Provision for non-current liability 
Movements in provisions 
Non-Cash Items 

Contributions to Bad Debt provision 


28,171,785 14,075,326 


-31.292.597 787,834 


-32,532,109 

166,149 

-1,064,009 


2,909,079 

-2,287,885 

588.021 


620,918 

- 


-131,078 

-10,373 



•124,659 


-323,200 

880,329 

804.054 


- 


Changes in working capital 
Decrease in Inventories 
{lncrease)/decrease in Consumer Receivables 
(InaeaseVdecrease in Accounts Receivables 
(Decreasej/Increase in Conditional Grants and receipts 
Increase/(Decrease) in Current Portion of Long Term Liabilities 
Increase In Deposits 

Inaeas^C Decrease) in Accounts Payable and other Crediws 
Decrease In Provisions 
Increase in VAT 

Cash generated from / (utilised in) operations 


-12.679.90S -14.929,131 


546,795 


2,249,654 

-931,879 


28,795 

-6,643,031 


-7,685,452 

265,644 


-106,908 

-6,860,443 


-6,583,712 

943,009 


-2.831.508 


-15.800.718 -65,971 


22. Utilisation of Long-term Liabilities Reconciliation 

Long-term liabilities (See note 3) 

Used to finance property, plant and equipment - at cost 
Sub-total 

Cash set aside for the repayment of long-term liabilities 

23. Commitments 

23.1 Commitments in respect of capital expenditure 

- Approved and Contracted for 
Infrastructure 
Community 

Other property, plant and equipment 
Land and Buildings 

• ;^proved but not yet Contracted for 

Infrastructure 

Community 

Other property, plant and equipment 
Land and Buildings 


This expenditure will be financed from: 

Government Grants 
Own resources 
Externai Finance Fund 


1.156.128 

890.484 

1,156,128 

890,484 

1.156,128 

890.484 

A 

A 


4,456,164 

916,920 

3,462,755 

236,445 

8,521,386 

4,538,662 

22.544.000 
2,530,000 

550.000 

71.900.000 

18.084.000 
1,108,000 

406.000 

17.555.000 

61,418.469 

45.390.862 

59,718,469 

1,700.000 

40,959,862 

4,431,000 

61.418,469 

45.390.862 



NDWEDWE LOCAL HUNICIPALITV 

Annual Financial Statements for the yeat ended June 30, 7011 

Notes to the annual finartclal statements 


24. Commitments Operation Leases/ Finance Leases - as lessee (Expenditure) 

24.1 Operating Leases 

The future minimum tease payments payable under operating leases 
are as follows: 

- With in one year 

- In second to fifth year indusive 

- Later than five years 

24.2 Finance Leases 

Vehicies & Plant 
Minimum iease payments due 

- With in one year 

- in second to fifth year inclusive 

- Later than five years 

The comparatives have been restated to provide more accurate information 

25. Financial Zntruments 

25.1 Debtors: Consumser 

Other Debtors 
VAT 

Sub-Total 

Less: Provision for Bad Debts 

Sub-Total 

Credit risk is the risk the counterparty to a finandat instrument will default on its 
obflgation to the municipality, thereby causing finandai loss to the municipality .All 
receivable balances are monitored on an ongoing basis with the result that the 
municipality's exposure to bad debts is not significant. The maximum exposure 
to credit risk is represented by the carrying value of each finandai assets in balance sheet 

25.2 Creditors - Payables 

Deposits 

Sub-Total 

Trade payables are exposed to market related interest risk however as a control 
measure all payables are setded within 30 days of receipt of invoice and therefore 
are disclosed at the settlement amount. 

25.3 Borrowings - Finandai Lease - 3 yrs 

Current Portion 

Sub-Total 

The finance lease liabilities consist of a Financial Lease with 
First National Bank (Wesbank) for the purchase of Vehides and the 
installment paid on monthly basis over period of five years 


25.4 Bank and Cash - Balance 

Interest rate is the risk that the value of the finandai instrument will fluctuate 
owing to changes in market interest rates. 

Total 


2011 

R 

2010 

R 

127,129 

85,871 

q7,129 

213,000 

213.000 

340,129 



1,701,887 

3,903,432 

1,396,119 

4,746,389 

398,806 

1,233,395 

2.412.394 

2,249,654 

300,484 

948.329 

4,544,595 

804.054 

3,498,467 

3,740,541 

3,498,467 

-825,384 

-6,467,227 

-825,384 

-6,467,227 

-2.529.527 

-1.156.128 

-2,757,047 

-890.484 

-3,685,655 

-3,647,531 

830.870 

2.174.226 

830,870 

2,174,226 

884,426 

-4,442.065 



NDWEDWE LOCAl. MUNICIPALITY 

Annual Financial Slatemems tor the year ended June 30, 2011 

Notes Co the annual financial statements 


2011 2010 

R R 

26. Contingencies 

Contractual Disputes 

TTiere were no contractual disputes during the year and none outstanding 
Labour Related Disputes 

Case of former Manager Administration is scheduled for labour court and contig^t 100,000 

costs confirmed by municipal attorney 

27. Related parties 

Related parties transactions 
Sub-Lease Payments 

The municipality has no related party transactions 

28. Corrections of Prior Year Errors 

The following adjustments were made to amounts previously reported in the 
annual financial statements; 


The amount related to expenditure and not assets. 

The effect on the statement of financial position and accumulaed surplus as follows: 

Decrease in PPE 

Decrease in accumulated surplus 


External consultants were appointed to conduct a VAT reconciliation for 2009/10, 
and it was found that there was an under recovery of R3 345 073, The return 
submitted resulted in a VAT audit by SARS which forther reduced the 
amount claimable to R992 500. SARS had further disallowed 20% of the refund 
due to the municipality which Is R470 59l.40.The amended daim was settled 
between the Munidpality and SARS 

The effect on the statement of financial position and accumulaed surplus as follows: 

Increase in Vat receivable 
Decrease In accumulated surplus 

The effect on the statement of financial position and accumulaed surplus as follows: 

The municipality has not accounted for the long service awards as required by IAS 19. 

Increase in long servde awards 
Decrease in accumulated surplus 


521,525 

-521,525 


299.233 

-299,233 


29. Post Reporting Date Events 
No post balance sheet event 



NDWEOWE LOCAL MUNICIPALirY 

Annual Financial Siatements foi the year ended Oune 30, 2013 
Notes to the annual financial statements 


2011 2010 

R R 


30. Unauthorised, irregular, fruitless and wasteful expenditure 
Disallowed 

Unauthorised expenditure 

The municipality incurred an over expenditure on grants which contravened 
the definition of unauthorised expenditure in terms of the MFMA. 


Irregular expenditure 

Irreguiar expenditure on goods procured from Thandokuhte stores, reason being 
they were the only local shop on supplier’s data base during the year 
no recovery will take place because goods were used for service d^ivwy 

An irreguiar expenditure occurred during the year, this was due to non-completion of 
dedartion of interest forms (MBD) by bidders who were awarded bids above RIO 000 
going forward the SCM unit shall ensure that these forms are completed at all times 

A total of about 25 service providers appointed by the municipality during the year 
were found to be in the service of the State which is contravention of SCM 
regulations 


Fruitless and wasteful expenditure 

The are no known incidences of fruitless and wasteful expenditure 

31. Additional disclosure in terms of Municipal Finance 
Management Act 

Contributions to Organised local government 
Council subcriptions 
Amount paid - cuirent year 
Balance unpaid (included in creditors) 


Audit Fees 
Current year audit fee 
Amount paid current year 
Amount paid previous year 
Balance unpaid (Included In creditors) 


PAYE and UIF 

Current year payroll d^uctlons 
Amount paid - curreny year 
Balance unpaid (Included in creditors) 

Pension and Medical Aid Deductions 
Current year payroll deductions and council contributions 
Amount paid - current year 
Balance Unpaid (Included in creditors) 


3,791,177 


3.791.177 

- 

621,607 

2,648,183 

394,236 

3.269.790 

394,236 

A 

A 


131.746 

34,800 

131,746 

34,800 

- 



908,873 

581,837 

908,873 

581,837 



3,491,228 

2,598,384 

3.491,228 

2.598.384 




2,409,453 

1,239,660 

2.409.453 

1.239.660 


A 

A 


32. COMPARATIVE FIGURES 

The following categories of comparative figures have been reclassified 
Refer to statement of comparatives for more details 

33. TAXATION 

None 


34. BANK BALANCES 


Account number - Bank -Account Description 
62027922930 - First National Bank- Cheque Account 


Bank 

Statement 


Cash Book Bank Statement Cash Book 

Balance 30 Balance 30 June Baiar»ce 30 Balance 
June 2011 2011 


June 2010 
829.870 2,173,226 


30 June 2010 
2,167,906 


829,870 2.173,226 
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FOR THE YEAR ENDED 30 JUNE 2011 



APPENDIX E (2) 

NDWEDWE MUNICIPALITY: ACTUAL VERSUS BUDGET 
(ACQUISITION OF PROPERTY, PLANT AND EQUIPMENT) 
FOR THE YEAR ENDED 30 JUNE 2011 














APPENDIX E (2) 

NDWEDWE MUNICIPALITY: ACTUAL VERSUS BUDGET 
(ACQUISITION OF PROPERTY, PLANT AND EQUIPMENT) 
FOR THE YEAR ENDED 30 JUNE 2011 



APPENDIX P; GRANTS AND SUBSIDIES RECEIVED- 30 JUNE 2011 
DISCLOSURE OF GRANTS AND SUBSIDIES IN TERMS OF SECTION 123 MFMA, 56 OF 2003 















NOTE 1 ACCOUNTING POLICIES 


1. BASIS OF PRESENTATION 

The annual financial statements have been prepared on accrual basis in accordance with 
the Standards of Generally Recognised Accounting Practise (GRAP). The Financial 
statements have been prepared on the historical cost basis, and incorporate the principal 
accounting policies set out below. 


In accordance with section 122(3) of the Municipal Finance Management Act (Act No. 56 of 
2003), the Municipality has adopted Standards of GRAP issued by the Accounting 
Standards Board during the financial year. The GRAP standards are fundamentally 
different to the fund accounting policies adopted in previous financial years. Comparative 
amounts have been restated retrospectively to the extent possible. The effect of the 
change in accounting policy arising from the implementation of GAMAP and GRAP is set 


The Standards comprise the following: 

GRAP 1 Presentation of the Financial Statements 
GRAP 2 Cash flow Statements 

GRAP 3 Accounting Policies, Changes in Accounting Estimates and Errors 
GRAP 4 The effects of Changes in Accounting Estimates and Errors 
GRAP 5 Borrowing Cost 

GRAP 6 Consolidated and Separate Financial Statements 

GRAP 7 Investments in Associates 

GRAP 8 Investments in Joint Ventures 

GRAP 9 Revenue from Exchange Transactions 

GRAPIO Financial Reporting in Hyperinflationary Economics 

GRAP 11 Construction Contracts 

GRAP 12 Inventories 

GRAP 13 Leases (GRAP13) 

GRAP 14 Events After The Reporting Date 

GRAP 16 Investment Properties 

GRAP 17 Property, Plant and Eguipment 

GRAP 19 Provisions, Contingent Liabilities and Contingent Assets 
GRAP 100 Non-Current Assets Held for Sale and Discontinued Operations 
GRAP 101 Agriculture 
GRAP 102 Intangible Assets 



Cash/cash equivalents at the year end 
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Accounting policies for material transactions, events or conditions not recovered by the 
above GRAP Standards have been developed in accordance with paragraphs 7, 11 and 12 
of GRAP 3. These accounting policies and the applicable disclosures have been based on 
the South African Statements of Generally Accepted Accounting Practices (SAGAAP) 
including any interpretations of such Statements issued by the Accounting Practises Board. 


Comparative amounts have been restated retrospectively to the extent possible. The effect 
of the change in the accounting policy arising from the implementation of GRAP is set out 
in the statement in accounting policy. Assets, liabilities, revenues and expenses have not 
been offset except when offsetting is required or permitted by the Standards of GRAP. 


The municipality has taken advantage of the Accounting Standards Board Directive 4 
(Transitional Provision for the adoption of Standards of GRAP be Medium and Low Capacity 
Municipalities - Dated February 2008) with regards to GRAP 17 Property Plant and 
Equipment and GRAP 102 Intangible Assets. 

Directives issued and effective: 

Directive 1: Repeal of Existing Transitional Provisions in, and Consequential Amendments 
Directive 2: Transitional Provisions for the adoption of Standards of GRAP by entities, 
and Constitutional Institutions 

Directive 3: Transitional Provisions for the adoption of Standards of GRAP by High 
Capacity Municipalities 

Directive 4: Transitional Provisions for the adoption of Standards of GRAP by Medium and 
Municipalities 

Directive 5: Determining the GRAP reporting Framework 

Directive 7: The adoption of Deemed Cost on the Adoption of Standards of GRAP 

Approved Guidelines of Standards of GRAP: 

Guide 1 Guideline on Accounting for Public Private Partnerships 

Effective accrual based IPSAS's considering the provisions in paragraphs 15 to 19 of the 
Directive: 

IPSAS 20 Related Party Disclosure 

IPSAS 21 Impairment of Non-Cash-Generating Assets 

Effective IFRS's and IFRIC's that are applied considering the provisions in paragraphs 20 
to 26 of the Directive: 

IFRS 3 (AC 140) Business Combinations 
IFRS 4 (AC 141) Insurance Contracts 

IFRS 6 (AC 143) Exploration for and Evaluation of Mineral Resources 

IFRS 7 (AC 144) Financial Instruments: Disclosure 

IAS 12 (AC 102) Income Taxes 

IAS 19 (AC 116) Employees Benefits 

IAS 32 (AC 132) Financial Instruments: Presentation 

IAS 36 (AC 128) Impairment of Assets 



IAS 39 (AC 133) Financial Instruments: Recognition and Measurements 

SIC 21 (AC 421) Income Taxes - Recovery of revaluated Non- Depreciable Assets 

SIC 25 (AC 425) Income Taxes - Changes in the Tax Status of an entity or its 

Shareholders 

SIC 29 (AC 429) Service Concession Arrangements; Disclosure 

IFRIC 2 (AC 435) Members Shares in Co-operative Entities and Similar Instruments 

IFRIC 4 (AC 437) Determining whether an Arrangement contains a lease 
IFRIC 9 (AC 442) Reassessment of Embedded Derivatives 
IFRIC 12 (AC 445) Service Concession Arrangements 
IFRIC 13 (AC 446) Customer Loyalty Programmes 

IFRIC 14 (AC447) IAS 19 - The limit on a Defined Benefit Asset, Minimum Funding 
Reauirements and their Interaction 

A summary of the significant accounting policies are disclosed below. 

These accounting policies are consistent with the previous period, except for the changes 
set out in note First-time adoption of International Financial Reporting Standards. 


1.1 BASIS OF CONSOLIDATION 

The basis of consolidation of financial statements are presently not applicable due to the 
fact that the municipality have no investments with other entities nor is it involved in any 
joint ventures at present. 

1.2 PRESENTATION CURRENCY 

These annual financial statements are presented in South African Rand, which is the 
functional currency of the municipality. 

1.3 GOING CONCERN ASSUMPTION 

These annual financial statements have been prepared on a going concern basis although 
the main source of revenue is equitable share received from Government. 


1.4 Standards, amendments to standards and interpretations issued but not yet 
effective 

GRAP 18: Segment Reporting - Issued March 2005: 

Compliance with this standard would have had an effect on the presentation only. Financial 
information would have been reported by segments. The disclosure of this information will 
assist users of the financial statements to better understand the entity's past performance 
and to identify the resources allocated to support the major activities of the entity. 



GRAP 23: Revenue from Non-Exchange Transactions (Taxes and Transfers) - 
Issued February 2008 


Non-exchange transactions in which the entity receives services without directly 
giving equal value in exchange, has not been accounted for as revenue. The reason 

being is that these type of transaction presently non applicable and therefore 
considered immaterial. 

GRAP 24: Presentation of Budget Information in Financial Statements - Issued 
November 2007 

Compliance with this standard would have had an effect on the presentation only. The 
budget information is disclosed in the appendices of the financial statements. 


GRAP 25: Presentation of Employee Benefits - Issued November 2009 

Compliance to the standard would have an effect on the presentation only. Financial 
information has been reported in notes to Annual Financial Statements and statement of 
performance. The disclosure of this information will assist users of the financial statements 
to evaluate the nature of the entity defined plans and the financial effect In those plans 
during the reporting period. 


GRAP 103: Heritage Assets - Issued July 2008 

Compliance to the standard would haye no impact on the current information due the fact 
that there are no heritage assets disclosed in the Annual Financial Statements. Not with 
standing the above is the recognition and measurements requirements of the standards 
already adopted. 

1.5 HOUSING DEVELOPMENT FUND 

The Housing Development Fund was established in terms of the Housing Act, (Act No. 107 
of 1997). Loans from national and provincial government used to finance housing selling 
schemes undertaken by the Municipality were extinguished on 1 April 1998 and 
transferred to a Housing Development Fund. Housing selling schemes, both complete and 
in progress as at 1 April 1998, were also transferred to the Housing Development Fund. 

In terms of the Housing Act, all proceeds from housing developments, which include rental 
income and sales of houses, must be paid into the Housing Development Fund. Monies 
standing to the credit of the Housing Development Fund can be used only to finance 
housing developments within the municipal area subject to the approval of the Provincial 
MEC responsible for housing. 



1.6 RESERVES 


1.6.1 Revaluation Reserve 

The surplus arising from the revaluation of land and buildings is credited to a non- 
distributable reserve. The revaluation surplus is realised as re-valued buildings are 
depreciated, through a transfer from the revaluation reserve to the accumulated 
surplus/(deficit). On disposal, the net revaluation surplus is transferred to the accumulated 
surplus/(deficit) while gains or losses on disposal, based on re-valued amounts, are 
credited or charged to the Statement of Financial Performance. 


1.6.2 Reserves 

1.6. 1.1 Capital Replacement Reserves 

All previous credit balances of the Capital Development Fund are included in the 
accumulated Suroius/Deficit in the Statement of Financial Position. 

In order to finance the provision of infrastructure and other items of property, plant and 
equipment from internal sources, amounts are transferred from the accumulated surplus 
to the CRR. A corresponding amount is transferred to the CRR investment account. The 
amount in the CRR investment account can only be utilised of finance items of property 
plant and equipment. The CRR is reduced and the accumulated surplus/deficit is credited 
by a corresponding amount when the amounts in the CRR are utilised. 


The amount transferred to the CRR is based on the municipality's need to finance future 
capital projects included in the Integrated Development Plan as well as for future 
infrastructure. 

CRR is included in the accumulated Surplus in the Statement of Financial Position. In the 
prior year it was separately disclosed as statutory funds, previously required by the IMFO 
standards. 

1.6. 2. 2 Capitalisation Reserve 

On the implementation of GRAP, the balance of certain funds namely Loans redeemed and 
advances paid, and Contributions from ex-Operating Income, created in terms of the 
various Provincial Ordinances applicable at the time, that had historical been utilised for 
the acquisition of items of property, plant and equipment have been transferred to a 
capitalisation reserve instead of the accumulated surplus in terms of a directive (budget 
circular) issued by National Treasury and is the reserve managed as part of the 
accumulated surplus. The purpose of this reserve is to promote consumer equity by 
ensuring that the future depreciation expenses that will be incurred over the useful live of 
these items of property, plant and equipment are offset by transfer to the accumulated 
surplus/(deficit). 



The balance on the Capitalisation Reserve equals the carrying value of the items of 
property, plant and equipment financed from the former legislated funds. When items of 
property, plant and equipment is disposed, the balance in the Capitalisation Reserve 
relating to such item is transferred to the accumulated surplus fund. 


The Capitalisation reserve is included in the Accumulated Surplus in the Statement of 
Financial Position. Prior years it was disclosed under Employment of Capital - Fixed Assets 
and was separately disclosed. 


1.6. 2. 3 Government Grant Reserves 

In the prior years when items of property, plant and equipment were financed from 
government grants, a transfer was made from the accumulated surplus/deficit to the 
Government Grant recorded as revenue in the statement of Financial Performance in 
accordance with a directive (budget circular) issued by National Treasury. When such 
items of property, plant and equipment were depreciated, a transfer was made from the 
Government Grant Reserve to the accumulated surplus/(deficit). The purpose of the policy 
was to promote community equity by ensuring that the future depreciation expenses that 
would have been incurred over the useful live of government grant funded items of 
property, plant and equipment were offset by transfers from this reserve to the 
accumulated surplus/(Deficit). 


When a item of property, plant and equipment financed from government grants was 
disposed, the balance in the Government Grant Reserve relating to such item was 
transferred to the Accumulated surolus/fdeficitl 

Government Grant Reserve is included in the Accumulated Surplus in the Statement of 
Financial Position. In prior year it was disclosed under Employment of Capital - Fixed 
Assets and was separately disclosed. 


1.6. 2. 4 Donations and Public Contributions 

In the prior years when items of property, plant and equipment were financed from public 
contributions and donations, a transfer was made from the accumulated surplus/deficit to 
the Donations and Public Contributions Reserve recorded as revenue in the statement of 
Financial Performance in accordance with a directive (budget circular) issued by National 
Treasury. When such items of property, plant and equipment were depreciated, a transfer 
was made from the Donations and Public Contributions Reserve to the accumulated 
surplus/(deficit). The purpose of the policy was to promote community equity and facilitate 
budgetary control by ensuring that sufficient funds were set aside to offset the future 
depreciation charges that would have been incurred over the useful live of the item of 
property, plant and equipment financed from Donations and Public Contributions. 



When a item of property, plant and equipment financed from donations and public 
contributions was disposed, the balance in the Donations and Public Contributions Reserve 
relating to such item was transferred to the Accumulated surplus/(deficit) 


Donations and Public Contributions Reserve is included in the Accumulated Surplus in the 
Statement of Financial Position. In prior year it was disclosed under Employment of Capital 
- Fixed Assets and was separately disclosed. 

1.7 PROPERTY, PLANT AND EQUIPMENT 

Property, plant and equipment are stated at cost less accumulated depreciation. Heritage 
assets, which are culturally significant resources and which are shown at cost, are not 
depreciated regarding their estimated useful lives. Land is not depreciated as it is deemed 
to have an indefinite live. 

When significant components of an item of property, plant and equipment have different 
useful lives, they are accounted for as separate items (major components) of property, 
plant and equipment. At present the Municipality has in terms of Directive 4 of the 
Accounting Standards Board and Gazette 30013 opted to make use of the three year 
transitional phase-in period allowed in terms of paragraph 75 and 78 of directive 4 issued 
by the Accounting Standard Board. Consultants have been appointed to itemize assets 
components where the useful life is different. 


Where an asset is acquired by the municipality for no or nominal consideration, the cost is 
deemed to be equal to the fair value of that asset on the date acquired. 


Subsequent Measurement 

Subsequent to initial recognition, items for property, plant and equipment are measured at 
cost less accumulated depreciation and impairment identified during the financial period. 
Land was not depreciated due the fact that it is deemed to have an indefinite useful life. 


Where parts of assets are replaced, the replaced part is derecognised and the new part is 
capitalised. Expenditure on an asset is capitalised only when it increases the capacity or 
future economic benefits associated with the asset. 

Depreciation only commences when the assets are ready for their intended use. 

Depreciation is calculated on cost, using the straight-line method over the estimated 
useful lives of the assets. The annual depreciation rates are based on the following 
estimated asset lives:- 



Details Years 
Infrastructure 

Roads 15 years 

Econonnic Development 20 years 
Stormwater Drainage 20 years 
Street Lighting 20 years 


Community 

Buildings 30 years 

Recreational Facilities 20 - 30 years 

Other property, plant and equipment 

Buildings 30 years 
Informal Markets 30 years 
■ Building Improvements 20 years 
• Heavy and mobile plant 10 years 
Furniture and fittings 7 years 
Vehicles 5 years 
Bins and containers 5 years 
Plant - general 5 years 
Security System 5 years 
Office equipment 3-5 years 
Other items of Plant and equipment 3-5 years 

The gain or loss arising on the disposal or retirement of an item of property, plant and 
equipment is determined as difference between the sales proceeds and the crying value 
and is recognised in the Statement of Financial Performance. 


Provision is made for this obligation in accordance with the Municipalities accounting policy 
on non-current provisions - See Accounting Policy 1.12 on provisions. 


The residual value, the useful life of an asset and the depreciation method is reviewed 
annually and any changes are recognised as a change in accounting estimate in the 
Statement of Financial Performance. 

The Municipality test for impairment where there is an indication that an asset may be 
impaired. An assessment of whether there is an indication of possible impairment is done 
at each reporting date. Where the carrying amount of an item of property, plant and 
equipment is greater than the estimated recoverable amount, it is written down 
immediately to its recoverable amount and an impairment loss is charged to the 
Statement of Financial Performance 



1.8 INTANGIBLE ASSETS 


Initial Recognition 

Intangible assets are initially recognised at cost and comprise of software acquired by the 
municipality. 


At present the Municipality has in terms of Directive 4 of the Accounting Standards Board 
and Gazette 30013 opted to make use of the three year transitional phase-in period 
allowed in terms of paragraph 75 and 78 of directive 4 issued by the Accounting Standard 
Board. Consultants will be appointed to itemize assets components where the useful life is 
different. 

Computer software is capitalised to computer equipment where it forms an integral part of 
computer equipment. 

Subsequent Measurements 

The cost of an intangible asset is depreciated over the useful life where that life is finite. 
Where the useful is indefinite, the asset is not depreciated but is subject to impairment 
tests. 

Depreciation 

Depreciation is charged so as to write off cost of intangible assets over their estimated 
useful lives, using the straight line method as follows: 

Computer Software 5 years 

1.8 IMPAIRMENT OF ASSETS 

The municipality assesses at each reporting date whether there is any indication that an 
assets may be impaired. If there are any such indications the municipality estimates the 
recoverable amount of the asset. 

1.9 FINANCIAL INSTRUMENTS 
Initial recognition 

Financial instruments are initially recognised at fair value. 



Subsequent Measurements 

Financial Assets are categorised according to their nature as either financial assets at fair 
value through profit or loss, held-to maturity, loans and receivables. Financial liabilities are 
categorised at fair value through profit or loss or financial liabilities carried amortisation 
cost. The subsequent measurement of financial assets and liabilities depends on 
categorisation and, in the absence of an approved GRAP standard on Financial 
instruments, is it terms of IAS39. 


Debtors 

Debtors are recognised at fair value and measured at amortised cost using the effective 
interest method, less provision for impairment (Bad Debt). A provision for impairment of 
debtors is established when there is objective interest evidence that the municipality will 
not be able to collect all amounts due according to the original terms of the debtors. 


The amount of the provision is the difference between the asset's carrying value and the 
present value of estimated future cash flows, discounted at the effective interest rate. 
Impairment losses are recognised in the Statement of Financial Statement. 


An estimate is made for doubtful debts based on the categorisation of debts and a review 
of past trends in collection rates applied to all outstanding amounts at year-end. 


Creditors 

Trade creditors are stated at cost 

Cash and cash equivalents 

For cash flow purposes cash and cash equivalents includes cash on hand, deposits held at 
call with banks, other short-term highly liquid investments with original maturities of three 
months or less, and bank overdrafts. 

Bank overdrafts are recorded based on the facilities utilised. Finance charges on bank 
overdraft are expensed as incurred. 



Borrowing and other financiai fiabiitties 

Borrowings are recognised initially at fair value, net of transaction cost incurred. 
Borrowings are subsequently stated at amortised cost: any difference between the 
proceeds (net of transaction costs) and the redemption value is recognised in the 
statement of financial performance over the period of the borrowings using the effective 
interest method. 

Long term borrowings are non-derivative financial loans and the municipality does not 
financial loans for trading purposes. Long term borrowings are utilised solely for capital 
projects and the book value is disclosed at amortised cost. 


Other financiai liabilities are carried at amortised cost. 

Loans and receivables 

Loans and receivables are non-derivative financial assets with a fixed or determinable 

payments that are not quoted in the active market and with no intention of trading. They 
are included in current assets, except for maturities greater than 12 months after the 
balance sheet date. These are classified as non-current assets. Loans and receivables are 
included in trade and other receivables in the Statement of Financial Position at cost. 


1.10 INVESTMENTS 

The Municipality classifies its investments in the following categories: loans and 
receivables and held-to-maturity investments. The classification depends on the purpose 
for which the investments were acquired. Management determines the classification of its 
investments at initial recognition and re-valuations this designation at every reporting 
date. 

1.11 Inventories 
Initial Recognition 

Inventories are initially recognized at cost. Cost general refers to the purchase price, plus 
taxes, transport costs and any other cost in bringing the inventories to their current 
location and condition. 

Subsequent Measurement 

Consumable stores and maintenance materials are valued at the lower cost and net 
realisable value. In general, the basis of determining cost is the First in First out method. 



1.12 Borrowing Costs 

Borrowing Cost is recognised as an expense in the period in the Statement of Financial 
Performance. 

1.13 PROVISIONS 

Provisions are recognised when the Municipality has a present or constructive obligation as 
a result of past events, it is probable that an outflow of resources embodying economic 
benefits will be required to settle the obligation and a reliable estimate of the provision can 
be made. Provisions are reviewed at reporting sheet date and adjusted to reflect the 
current best estimate. Non-current provisions are discounted to the present value using a 
discount rate based on the average cost of borrowing to the Municipality. 


1.14 RETIREMENTS BENEFITS 
1.14.1 PENSION OBLIGATIONS 

The municipality and its employees contribute to two pension funds that cater for the 
majority of the staff. The KZN Pension Fund is a defined contribution fund. The 
contributions to fund obligations for the payment of retirement benefits are charged 
against income in the year they become payable. 

Defined benefit plans 

The municipality provides retirement benefits for its employees. The contributions to fund 
obligations for the payment of the retirement benefits are charged against revenue in the 
year they become payable. The defined funds, which are administered on a provincial 
basis, are actuarially valued triennially according to the Discounted Cash Flow and 
Discontinuance Method Approach. 

Defined contribution plans 

The municipality provides retirement benefits for its employees. The contributions to fund 
obligations for the payment of retirement benefits are charged against revenue in the year 
it becomes payable. The defined contribution funds, which are administrated on a 
provincial basis, are actuarially valued triennially according to the Discounted Cash Flow 
and Discontinuance Method Approach. 



I.IS REVENUE 


Revenue comprises of the consideration received or receivable for the sale of goods and 
services in the ordinary course of the Municipality's activities. Revenue is shown net of 
value added tax, estimated returns, rebates and discounts and after eliminated revenue 
within departments of the Municipality. Revenue id recognised as follows: 


1.15.1 Revenue from Exchange Transactions 

Service charges relating to sundry services are recognised on a monthly basis in arrears 
by applying the approved tariff to each property that has improvements. Tariffs are 
determined per category of property usage, and are levied monthly based on the number 
of refuse containers on each property, regardless of whether or not all containers are 
emptied during the month. 

Interest and rentals are recognised on a time proportion basis. 

Revenue arising from the application of the approved tariff of charges is recognised when 
the relevant service is rendered by applying the relevant gazetted tariff. 


Income for agency services is recognised on a monthly basis once the income collected on 
behalf of agents has been quantified. The income recognised is in terms of the agency 
agreement. 

Revenue from the sale of goods is recognised when the risk is passed to the consumer. 


Revenue from public contributions is recognised when all conditions associated with the 
contribution have been met or where the contribution is to finance property, plant and 
equipment, when such items of property, plant and equipment is brought into use. Where 
public contributions have been received but the municipality has not met the condition, a 
liability is recognised 

1.15.2 Revenue from non-exchange transactions 

Revenue from property rates is recognised when the legal entitlement to this revenue 
arises. Collection charges are recognised when such amounts are legally enforceable. 
Penalty interest on unpaid rates is recognised on a time proportion basis. 


Donations are recognised on a cash receipt basis or where the donation is in the form of 
property, plant and equipment, when such items of property, plant and equipment are 
brought into use. 



Contributed property, plant and equipment is recognised when such items of property, 
plant and equipment are brought into use. 


Revenue from the recovery of unauthorised, irregular, fruitless and wasteful expenditure is 
based on legislated procedures, including those set out in the Municipal Finance 
Management Act (Act No. 56 of 2003) and is recognised when the recovery thereof from 
the responsible councillors or officials is virtually certain. 


1.16 GRANTS, TRANSFERS AND DONATIONS 

Income received from conditional grants, donations and subsidies is recognised to the 

extend that the municipality has complied with any of the criteria, conditions or obligations 
embodied in the agreement. To the extend that the criteria, conditions or obligations have 
not been met, a liability is recognised and funds are invested until utilised. 


Interest earned on the investments is treated in accordance with grant conditions. If it is 
payable to the funder, it is recorded as part of the creditor. If it is the Municipality interest, 
it is recognised as interest earned in the Statement of Financial Performance. 


Grants and receipts of a revenue nature: Income is transferred as revenue to the 
Statement of Financial Performance to the extent that the criteria, conditions or 
obligations have been met. 

1.17 LEASES 

Finance Leases - The Municipality as lessee 

Finance leases are recognised as assets and liabilities in the statements of financial 
position at amounts equal to the fair value of the leased property or, if lower, the present 
value of the minimum lease payments. The corresponding liability to the lessor is included 
in the statement of financial position as a finance lease obligation. 


The discount rate used in calculating the present value of the minimum lease payments is 
the interest rate implicit in the lease. 


The lease payments are apportioned between the finance charge and reduction of the 
outstanding liability. The finance charge is allocated to each period during the lease term 
so as to produce a constant periodic rate of on the remaining balance of the liability. 



Operating Leases - The Municipality as lessee 

Leases where the lessor retains substantially all the risks and rewards of ownership are 
classified as operating leases. 

Payments made under operating leases (net of any incentives received from the lessor) 
are charged to the statement of financial performance over the period of the lease. 


1.18 TAX 

The municipality is exempted from tax in terms of section 10(l)(a) of the Income Tax Act. 


1.19 UNAUTHORISED EXPENDITURE 

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is 
not in terms of the conditions of an allocation received from another sphere of 
government, municipality or organ of state and expenditure in the form of a grant that is 
not permitted in terms of the Municipal Finance Management Act (Act No. 56 of 2003). 
Unauthorised expenditure is accounted for as an expense in the Statement of Financial 
Performance and where recovered, it is subsequently accounted for as revenue in the 
Statement of Financial Performance. 


1.20 IRREGULAR EXPENDITURE 

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management 
Act (Act No. 56 of 2003), the Municipal Systems Act (Act No. 32 of 2000), the Public Office 
Bearers Act (Act No. 20 of 1998) or is in contravention of the Municipality's supply chain 
management policy. Irregular expenditure excludes unauthorised expenditure. Irregular 
expenditure is accounted for as expenditure in the Statement of Financial Performance and 
where recovered, it is subsequently accounted for as revenue in the Statement of Financial 
Performance. 


1.21 FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expenditure is expenditure that was made in vain and would have 
been avoided had reasonable care been exercised. Fruitless and wasteful expenditure is 
accounted for as expenditure in the Statement of Financial Performance and where 
recovered, it is subsequently accounted for as revenue in the Statement of Financial 
Performance. 



1.22 COMPARATIVE INFORMATION 


1.22.1 Current year comparatives: 

Budgeted amounts have been included in the annual financial statements for the current 
financial year only. 

1.22.2 Prior year comparatives: 

When the presentation or classification of items in the annual financial statements is 
amended, prior period comparative amounts are reclassified. The nature and reason for 
the reclassification is disclosed. 



